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KPMG LLP, a Delaware limited liability partnership and a member firm of 
the KPMG global organization of independent member firms affiliated with 
KPMG International Limited, a private English company limited by guarantee. 
 

Report of Independent Registered Public Accounting Firm 

To the Member and the Board of Managers 
Nationwide Fund Distributors LLC: 

Opinion on the Financial Statements 

We have audited the accompanying statement of financial condition of Nationwide Fund Distributors LLC (the 
Company) as of December 31, 2022, the related statements of operations, changes in member’s equity, and 
cash flows for the year then ended, and the related notes (collectively, the financial statements). In our opinion, 
the financial statements present fairly, in all material respects, the financial position of the Company as of 
December 31, 2022, and the results of its operations and its cash flows for the year then ended in conformity 
with U.S. generally accepted accounting principles. 

Basis for Opinion 

These financial statements are the responsibility of the Company’s management. Our responsibility is to 
express an opinion on these financial statements based on our audit. We are a public accounting firm 
registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to 
be independent with respect to the Company in accordance with the U.S. federal securities laws and the 
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement, whether due to error or fraud. Our audit included performing procedures to assess the 
risks of material misstatement of the financial statements, whether due to error or fraud, and performing 
procedures that respond to those risks. Such procedures included examining, on a test basis, evidence 
regarding the amounts and disclosures in the financial statements. Our audit also included evaluating the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
presentation of the financial statements. We believe that our audit provides a reasonable basis for our opinion. 

Accompanying Supplemental Information 

The supplemental information contained in Schedules I, II, and III has been subjected to audit procedures 
performed in conjunction with the audit of the Company’s financial statements. The supplemental information is 
the responsibility of the Company’s management. Our audit procedures included determining whether the 
supplemental information reconciles to the financial statements or the underlying accounting and other records, 
as applicable, and performing procedures to test the completeness and accuracy of the information presented 
in the supplemental information. In forming our opinion on the supplemental information, we evaluated whether 
the supplemental information, including its form and content, is presented in conformity with 17 C.F.R. § 
240.17a-5. In our opinion, the supplemental information contained in Schedules I, II, and III is fairly stated, in all 
material respects, in relation to the financial statements as a whole. 

We have served as the Company’s auditor since 2001. 

Columbus, Ohio 
March 7, 2023 
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  December 31, 

  2022 

   

Assets   

Cash $ 330,906 

Short-term investments  4,747,174 

Fee-related receivables  9,407,460 

Receivable from affiliates  1,620,150 

Deferred sales commissions, net  48,986 

Prepaid assets  29,439 

        Total assets $ 16,184,115 

  

Liabilities and equity  

Liabilities  

    Fee payable to broker-dealers $ 9,284,159 

 Payable to affiliates  64,073 

        Total liabilities $ 9,348,232 

  

Member's equity  

    Member's equity  6,835,883 

               Member's equity $ 6,835,883 

                    Total liabilities and equity $ 16,184,115 

  

See accompanying notes to the financial statements.  
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       Year ended 

       December 31, 

       2022 

        

Revenues   

 Revenues from sale of investment company shares $ 116,542,957 

 Interest income 60,716 

  Total revenues $ 116,603,673 

       

Expenses   

 Sales commissions to broker-dealers $ 115,216,229 

 Amortization of deferred sales commissions 218,047 

 Licenses and fees 205,764 

 Operating expenses  822,263 

  Total expenses $ 116,462,303 

        

     Net income $ 141,370 

      
See accompanying notes to the financial statements. 
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   Member's equity 

Balance as of December 31, 2021  $ 6,694,513 

 Net income   141,370 

Balance as of December 31, 2022  $ 6,835,883 

       

See accompanying notes to the financial statements. 
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        Year ended 

        December 31, 

        2022 

         

Cash flows from operating activities   

 Net income $ 141,370 

 Adjustments to reconcile net income to net cash used in operating activities:  

  Capitalization of deferred sales commissions  (131,008)

  Amortization of deferred sales commissions  218,047 

  Decrease (increase) in assets:  

   Fee-related receivables  2,166,165 

   Receivable from affiliates  (1,620,150)

   Prepaid assets  (2,050)

  Decrease in liabilities:  

   Fee payable to broker-dealers  (2,182,080)

   Payable to affiliates  (10,955,753)

    Net cash used in operating activities $ (12,365,459)

        

Cash flows from investing activities  

   Net change in short-term investments $ (60,717)

    Net cash used in investing activities $ (60,717)

        

Net decrease in cash $ (12,426,176)

Cash at beginning of year  12,757,082 

Cash at end of year $ 330,906 

         

See accompanying notes to the financial statements. 
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(1) Nature of Operations 

Nationwide Fund Distributors LLC (“the Company”) is organized under the laws of the State of Delaware as a limited 
liability company and is a wholly-owned subsidiary of NFS Distributors, Inc. (“the Parent”), a wholly-owned subsidiary of 
Nationwide Financial Services, Inc. (“NFS”). NFS is a holding company formed by Nationwide Corporation, a majority-
owned subsidiary of Nationwide Mutual Insurance Company (“NMIC”). The Company is a registered broker-dealer in 
securities under the Securities Exchange Act of 1934 and is a member of the Financial Industry Regulatory Authority, Inc. 
(“FINRA”). The Company is exempt from Rule 15c3-3 (Customer Protection) of the Securities Exchange Act of 1934 
under (k)(1) (limited business) exemption provision of the Rule. To qualify for the exemption, the Company’s transactions 
must be limited to trades of redeemable securities of registered investment companies, variable annuities or variable life 
insurance products and the Company must not carry customer funds. 

Additionally, the Company is currently registered to conduct business in all 50 states of the United States of America, as 
well as the District of Columbia and Puerto Rico. Conforming to and complying with the Investment Company Act of 1940, 
the Company is the principal underwriter providing distribution services to the Nationwide Family of Mutual Funds 
(“the Funds”). 

(2)   Summary of Significant Accounting Policies 

Basis of Presentation 

The accompanying financial statements were prepared in accordance with accounting principles generally accepted in the 
United States of America (“GAAP”). The preparation of financial statements in conformity with GAAP requires 
management to make estimates and assumptions that affect the amounts reported in the financial statements and 
accompanying footnotes. Actual results could differ from those estimates. 

Cash  

Cash consists of cash deposited in noninterest-bearing accounts, including a $500 special reserve deposit.  

Short-term Investments  

Short-term investments consist of highly liquid investments with original maturities of twelve months or less. Short-term 
investments are generally held at major financial institutions and in open-end money market mutual funds registered 
under the Investment Company Act of 1940. Short-term investments are held in a Nationwide money market fund and 
carried at fair value based on its daily reported net asset value.  

Fee-Related Receivables 

The amounts shown for all receivables represent their estimated future realizable balances. The receivables are short-
term in nature, with substantially all balances expected to be received within a three month period. 

Deferred Sales Commissions 

The Company defers certain costs, principally sales commissions, that are paid to other securities brokers in connection 
with the sale of certain shares of the Funds. The Company recovers such costs through 12b-1 distribution fees, which are 
paid by the Funds, and a Contingent Deferred Sales Charge (“CDSC”) paid by shareholders of the Funds who redeem 
their shares prior to the completion of the required holding period of one year. These costs are amortized using the 
straight-line method over a period not to exceed the CDSC required holding period. CDSC fees of $18,703 for the year 
ended December 31, 2022 related to unamortized sales commissions were recorded as a reduction of the asset.  

Fees Payable to Broker-Dealers 

The Company serves as the distributor of the Funds. In this capacity, the Company has entered into selling agreements 
with several broker-dealers through which the Funds are distributed. As compensation to these broker-dealers, the 
Company pays a portion of the sales charges and 12b-1 fees collected from the Funds to the distributing broker-dealers, 
retaining a portion of the fees, known as underwriter fees. The gross fees received are reflected as Revenues from sale of 
investment company shares and, other than those deferred, the amounts paid to broker-dealers are recorded as Sales 
commissions to broker-dealers in the Statement of Operations. 
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Recognition of Revenue and Expenses 

The Company accounts for revenue in accordance with the Financial Accounting Standards Board (“FASB”) Accounting 
Standards Codification (“ASC”) 606, Revenue from Contracts with Customers. Revenues are based on the contractual 
agreements with the Funds and computed as an annual percentage of average net assets of the Funds for 12b-1 
distribution fees and percentage of gross sales for sales charges, primarily dealer concessions and underwriting fees. 
These fees are included in Revenues from sale of investment company shares in the Statement of Operations. For the 
year ended December 31, 2022, 12b-1 distribution fees were $115,956,678. Within the contractual agreement, the 
performance obligation for the Company is to distribute the funds. Estimates of 12b-1 fees are considered constrained, 
variable revenue within ASC 606 as they are based on average net asset balances of the applicable month. Dealer 
commissions and underwriting fees are also considered variable revenue within ASC 606 as they are contingent on the 
timing of purchase by the investor and the value of the sales proceeds. Revenue is recognized at a point in time when the 
performance obligation is satisfied. For 12b-1 distribution fees, as the uncertainty is dependent on the value of the shares 
at future points in time as well as the length of time the investor remains in the fund, both of which are highly susceptible 
to factors outside the Company’s influence, the Company does not believe that it can overcome this constraint until the 
market value of the fund and the investor activities are known, which is usually monthly. For dealer commissions and 
underwriting fees, the performance obligation is satisfied at the time of purchase by the investor and recorded monthly. As 
the Company is primarily responsible for fulfilling these sales, they represent the principal of this relationship and record 
the associated revenue on a gross basis. The Company has no remaining performance obligations to satisfy related to 
revenue from contracts with customers that has been recognized as of December 31, 2022. Interest income is outside of 
the scope of FASB ASC 606 and is recognized as earned, on a monthly basis. 

All expenses are recognized in the period incurred. 

Income Taxes 

The Company is a single-member limited liability company and, as such, is disregarded for federal income tax purposes. 
All of the Company’s taxable income and expenses are included in the income and expense of its single-member parent.  

In August 2022, the Inflation Reduction Act of 2022 (“Act”) was passed by the US Congress and signed into law.  The Act 
includes a new Federal corporate alternative minimum tax (“CAMT”), effective in 2023, that is based on the adjusted 
financial statement income set forth on the applicable financial statement of an applicable corporation. The Company is a 
disregarded entity for federal income tax purposes and therefore is not impacted by the CAMT.   

 
(3)   Fair Value Measurement 

Fair Value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. In determining fair value, the Company uses a market 
approach as the valuation technique due to the nature of the Company’s investments. This technique maximizes the use 
of observable inputs and minimizes the use of unobservable inputs. 

The Company categorizes its financial instruments into a three-level hierarchy based on the priority of the inputs to the 
valuation technique. The fair value hierarchy gives the highest priority to quoted prices in active markets for identical 
assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). If the inputs used to measure fair 
value fall within different levels of the hierarchy, the category level is based on the lowest priority level input that is 
significant to the fair value measurement of the instrument in its entirety. 

The Company categorizes financial assets recorded at fair value as follows: 

Level 1. Unadjusted quoted prices accessible in active markets for identical assets at the measurement date. 

Level 2. Unadjusted quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar 
assets or liabilities in markets that are not active or inputs (other than quoted prices) that are observable or that are 
derived principally from or corroborated by observable market data through correlation or other means. 

Level 3. Prices or valuation techniques that require inputs that are both unobservable and significant to the overall fair 
value measurement. Inputs reflect management's best estimate about the assumptions market participants would use at 
the measurement date in pricing the asset or liability. Consideration is given to the risk inherent in both the method of 
valuation and the valuation inputs. 

The Company invests only in assets with fair value measurements in level 1 of the fair value hierarchy. 

The following table summarizes assets held at fair value on a recurring basis as of December 31, 2022:  
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   Level 1   Level 2   Level 3   Total 

  Assets:            

   Short-term investments $ 4,747,174  $  -    $  -    $ 4,747,174 

    Assets at fair value $ 4,747,174  $  -   $  -   $ 4,747,174 

             
The Company did not have any assets or liabilities reported at fair value on a nonrecurring basis required to be disclosed. 

(4)   Net Capital Requirements 

The Company, as a registered broker-dealer of securities, is subject to the Securities and Exchange Commission Uniform 
Net Capital Rule 15c3-1 (“the Rule”). Accordingly, the Company is required to maintain a minimum net capital, as defined 
under such provisions, of the greater of $25,000 or 1/15th of aggregate indebtedness, as those terms are defined in the 
Rule. The minimum net capital requirement was $623,215 at December 31, 2022. The Rule also requires that aggregate 
indebtedness shall not exceed fifteen times net capital.  

On December 31, 2022, the Company exceeded the FINRA minimum net capital by $4,222,113. In addition, The 
Company’s aggregate indebtedness was 192.9% of net capital. As such, both elements of the net capital requirements 
were met.   

(5)   Contingencies 

The Company is subject to legal and regulatory proceedings in the ordinary course of its business. These include 
proceedings specific to the Company and proceedings generally applicable to business practices in the industries in which 
the Company operates. The outcomes of these proceedings cannot be predicted due to their complexity, scope and many 
uncertainties. The Company believes, however, that based on currently known information, the ultimate outcome of all 
pending legal and regulatory proceedings is not likely to have a material adverse effect on the Company’s financial 
position.  

The Company is subject to oversight by federal and state regulatory entities. Such regulatory entities may, in the normal 
course, be engaged in general or targeted inquiries, examinations and investigations of the Company and/or its affiliates. 
With respect to all such scrutiny directed at the Company or its affiliates, the Company cooperates with regulators. 

(6)   Related Party Transactions 

The Company has entered into cost sharing agreements with NMIC and other affiliates, as a part of its ongoing 
operations. Expenses covered by such agreements are subject to allocation among NMIC and such subsidiaries. The 
criteria used to allocate expenses among companies include individual employee estimates of time spent, special cost 
studies and other methods agreed by participating companies. 

Costs related to these agreements were $822,263 for the year ended December 31, 2022, which include allocated 
expenses of $684,537 for compensation and benefits, and are recorded as Operating expenses in the Statement of 
Operations. As of December 31, 2022, the Receivable from affiliates was $1,620,150 related to these agreements. This 
amount is settled in cash on a monthly basis. 

Sales commissions to broker-dealers are paid by other affiliates, which are reimbursed by the Company. As of December 
31, 2022, the Payable to affiliates was $64,073. The Payable to affiliates is settled in cash on a monthly basis. 

For the year ended December 31, 2022, the Company recorded expenses totaling $106,666,157 for services rendered by 
affiliated broker-dealers, which is included in Sales commissions to broker-dealers in the Statement of Operations. As of 
December 31, 2022, the Company owed $9,183,249 to those affiliated broker-dealers. This amount is settled in cash on a 
monthly basis. 

(7)   Subsequent Events 

The Company evaluated subsequent events through March 7, 2023, the date at which the financial statements were 
issued, and determined there are no additional items to disclose.
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Computation of Net Capital 

1.   Total equity from Statement of Financial Condition $ 6,835,883 

2.   Deduct member's equity not allowable for net capital  - 

3.   Total member's equity qualified for net capital  6,835,883 

4.   Add:  

  A.  Liabilities subordinated to claims of general creditors allowable in computation of net capital  - 

  B.  Other (deductions) or allowable credits  - 

5.   Total capital and allowable subordinated liabilities  6,835,883 

6.   (Deductions) and/or charges:  

  A.  Total nonallowable assets from Statement of Financial Condition  (1,895,612)

  B.  Other (deductions) and/or charges  - 

7.   Other additions and/or (credits)  - 

8.   Net capital before haircuts on securities positions  4,940,271 

9.   Haircuts on securities  (94,943)

10. Net capital $ 4,845,328 

  
Computation of Basic Net Capital Requirement 

11.  Minimum net capital required (6-2/3% of Line 19) $ 623,215 

12.  Minimum net capital requirement of reporting broker  25,000 

13.  Net capital requirement (greater of line 11 or 12) 623,215 

14.  Excess net capital (line 10 less line 13) 4,222,113 

15.  Net capital less greater of 10% of line 19 or 120% of line 12 $ 3,910,505 

      
      

Computation of Aggregate Indebtedness 

16. Total aggregate indebtedness liabilities from Statement of Financial Condition $ 9,348,232 

17. Add drafts for immediate credit  - 

18. Deduct adjustment based on Special Reserve Accounts (15c3-1(c)(1)(VII)) - 

19. Total aggregate indebtedness $ 9,348,232 

20. Percentage of aggregate indebtedness to net capital (line 19/line 10) 192.9%

      
Schedule of Nonallowable Assets (Line 6A) 

Fee-related receivables $ 197,037 

Receivable from affiliates  1,620,150 

Deferred sales commissions, net 48,986 

Prepaid assets 29,439 

 Total Line 6A $ 1,895,612 

      

There are no material differences between the preceding computation and the Company's corresponding 

unaudited Part II-A of Form X-17A-5 as of December 31, 2022, which was filed on January 26, 2023. 

        

See accompanying report of independent registered public accounting firm. 
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The Company is exempt from Rule 15c3-3 under the provisions of subparagraph (k)(1) of that rule. 
 
See accompanying report of independent registered public accounting firm.
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The Company is exempt from Rule 15c3-3 under the provisions of subparagraph (k)(1) of that rule. 
 
See accompanying report of independent registered public accounting firm. 
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Report of Independent Registered Public Accounting Firm 

To the Board of Managers 
Nationwide Fund Distributors LLC: 

We have reviewed management’s statements, included in the accompanying Nationwide Fund Distributors LLC 
2022 Exemption Report (the Exemption Report), in which (1) Nationwide Fund Distributors LLC (the Company) 
identified the following provisions of 17 C.F.R. § 240.15c3-3(k) under which the Company claimed an 
exemption from 17 C.F.R. § 240.15c3-3(k)(1) (the exemption provisions); and (2) the Company stated that it 
met the identified exemption provisions throughout the year ended December 31, 2022 without exception. The 
Company’s management is responsible for compliance with the exemption provisions and its statements. 

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight 
Board (United States) and, accordingly, included inquiries and other required procedures to obtain evidence 
about the Company’s compliance with the exemption provisions. A review is substantially less in scope than an 
examination, the objective of which is the expression of an opinion on management’s statements. Accordingly, 
we do not express such an opinion. 

Based on our review, we are not aware of any material modifications that should be made to management’s 
statements referred to above for them to be fairly stated, in all material respects, based on the provisions set 
forth in paragraph (k)(1) of Rule 15c3-3 under the Securities Exchange Act of 1934. 

  
 

 

  

Columbus, Ohio 
March 7, 2023 

     
 



       

Nationwide Fund Distributors LLC 2022 Exemption Report 

 

 

Nationwide Fund Distributors LLC (the "Company") is a registered broker-dealer subject to Rule 17a-5 

promulgated by the Securities and Exchange Commission (17 C.F.R. §240.17a-5, "Reports to be made by 

certain brokers and dealers"). This Exemption Report was prepared as required by 17 C.F.R. § 240.17a-

5(d)(1) and (4). To the best of its knowledge and belief, the Company states the following: 

(1) The Company claimed an exemption from 17 C.F.R. § 240. 15c3-3 under the following provision of 

17 C.F.R. § 240. 15c3-3(k)(1). 

(2) The Company met the identified exemption provisions in 17 C.F.R. § 240. 15c3-3(k)(1) throughout 

the recent fiscal year ending December 31, 2022. 

 

Nationwide Fund Distributors LLC 

We, Ewan Roswell and Holly Butson, swear (or affirm) that, to the best of our knowledge and belief, this 

Exemption Report is true and correct. 

 

By:  ___________________________________________ 

Title:  AVP, Finance Controllership 

Date:   

 

 

 

 

By:  ___________________________________________ 

Title:  Chief Compliance Officer  

Date:   
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